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Notice of Annual Meeting of Shareholders 


The Annual Meeting of the Shareholders of 
Canadian Pacific Investments Limited will be held 
on Monday, May 1st, 1978, at Le Chateau 
Champlain, Place du Canada, Montreal, Quebec at 
11:00 a.m. (daylight saving time, if operative), for 
the following purposes: 

a. to receive the Report of the Directors, accom- 
panying Consolidated Financial Statements and 
Report of the Auditors thereon, for the year ended 
December 31st, 1977; 

b. to elect directors; 

c. to appoint the auditors and to authorize the 
Board of Directors to fix their remuneration; and 

d. to transact such other business as may 
properly come before the meeting. 


The Board of Directors has by resolution fixed the 
time, before which proxies to be used at the annual 
meeting or any adjournments thereof must be 
deposited at Montreal, Quebec, with the Company 
or the Montreal Trust Company as Agent for the 
Company, at twenty-four hours, excluding Satur- 
days and holidays, preceding the annual meeting or 
any adjournments thereof. 


By order of the Board, 
G.S. MacLean, General Manager, Administration 
and Corporate Secretary. 


Montreal, March 2nd, 1978. 


Stock Holdings—at December 31, 1977 


Common shares—outstanding 60,704,118, of which 
50,000,000 were owned by Canadian Pacific 
Limited and the remainder by 15,418 shareholders, 
of whom 97.8% were Canadian registrants. 

Preferred shares—Series A—outstanding 46,679, 
held by 759 registered shareholders, of whom 
93.5% were Canadian registrants. 


Transfer Agent and Registrar 


Montreal Trust Company, Montreal, Toronto, 
Winnipeg, Regina, Calgary and Vancouver. 


Stock Listings 


Common Shares: 
Montreal, Toronto and Vancouver Stock 
Exchanges 


Preferred Shares, Series A: 
Montreal, Toronto and Vancouver Stock 
Exchanges 


Si vous désirez vous procurer la version francaise 
du présent rapport, veuillez vous adresser au 
secrétaire, Investissements Canadien Pacifique 
Limitée, bureau 1900, Place du Canada, Montréal, 
Québec H3B 2N2. 
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To the Shareholders 


The Company’s earnings in 1977 set a new 
record. At $213.2 million, they were $73.0 million, 
or 52%, above those of the previous year. A 
comparison of earnings and dividends for the two 
years follows. The higher dividend rate on the 
Common stock was consistent with regulations of 
the Anti-Inflation Board governing dividend 
increases. 


1SKZ, 1976 

Net income (millions) S213:2 — SP4052 
Per Common share 

Net income $3.55 $2.36 

Dividends 69C¢ 64.5¢ 


Earnings for 1977 included extraordinary 
income amounting to $8.5 million, representing the 
net gain on the sale of CanPac Leasing Limited. 
The sale was completed on April 1, and accord- 
ingly no income from leasing activities was 
included in the ‘‘Finance’’ sector after that date. 

There were a number of reasons for the year’s 
higher earnings, apart from extraordinary income. 
Important among-these were the contribution of 
acquisitions made throughout 1976—Steep Rock 
lron Mines, Chateau Insurance, and Baker 
Commodities; the lowered exchange rate of the 
Canadian dollar; and freedom from the labour 
disputes that Interrupted production at Great Lakes 
Paper and Fording Coal in 1976. Market changes 
that had particularly beneficial effects were the 
authorization to export surplus heavy crude oil, 
increases in prices for oil and gas, and an improve- 
ment in the demand for, and price of, lead. 

The major brake on further expansion of 
earnings in 1977 was a slow rate of economic 
growth in most countries, except the United States 
where the economy performed somewhat better. 
But even there, as everywhere else, investment in 
plant and machinery lagged. One result of the 
worldwide dearth of capital spending was 
widespread depression in the steel industry, and 
related contraction of demand for coking coal. The 
general sluggishness of world economies also 
adversely affected metal mining—except for lead, 
gold and silver—and the pulp and paper industry. 
When viewed against this background, the 1977 
earnings achievements of the Company’s 
subsidiaries in those sectors can be more fully 
appreciated. 

Most projections for 1978 indicate another year 
of low growth for the economies of the world’s 
major nations. The justified concern of govern- 
ments with the problem of inflation leaves most of 
them with little scope for stimulative measures. 
Still, in a number of countries there have been 
moves towards moderately expansionist policies. 
In Canada, these moves come at the same time as 
anti-inflation controls are being phased out. The 
effects of this combination are not wholly predict- 
able, but it seems reasonable to expect that correc- 
tion of the distortions produced by controls will 
necessitate some difficult adjustments and cause 
some problems. However, these have to be faced 


at some time, and the longer the delay, the more 
difficult the problems are likely to become. 

Under the most probable economic conditions in 
1978, the Company would be hard pressed to 
match earnings from operations in 1977. The exist- 
ing high levels of world inventories of pulp, zinc, 
coking coal and certain agriproducts are likely to 
continue to weigh on their respective markets. 
Moreover, many of the Company’s subsidiaries are 
facing labour contract negotiations, mostly in the 
period after the phase-out of anti-inflation controls 
has begun. On the other hand, there are good, 
sound, positive factors. These include the strength 
of the oil and gas sector, an expected improve- 
ment in the rate of capacity utilization in the steel 
industry, the favourable outlook for real estate and, 
despite the world pulp situation, good prospects 
for increased shipments of forest products. 

The Company’s horizons extend, of course, well 
beyond any one or two year period. Making as 
good a profit as possible under the prevailing 
conditions of each year is a prime objective, but so 


iS the building of a solid base for future earnings 


growth. In view of what has been accomplished 
over the relatively short period since the Company 
was established in 1962, there is greater reason 
than ever before for optimism about its future. 
Diversification of its interests already provides 
some shield against pronounced downward swings 
in any single market or geographical area. Over 
time, this process can undoubtedly be profitably 
pursued further. Several of the Company’s 
subsidiaries have recently completed major expan- 
sion programs and are in a good position to benefit 
from improved demand. The prospects for the 
years ahead are no less encouraging than the 
results of the past year were gratifying. 

Much of the Company’s outstanding success in 
1977 was the product of the creativity and hard 
work of officers and employees performing a great 
variety of tasks in many diverse locations. The 
Directors take pleasure in expressing their sincere 
appreciation for such fruitful effort. 


For the Directors, 


(Oe 


President 


Chairman and Chief Executive Officer 


Montreal, March 2, 1978 
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Oil and Gas 


PanCanadian Petroleum Limited 


Substantial growth in earnings and further success 
in its exploration and production programs made 
1977 a record year for PanCanadian. 

The combination of higher volumes of produc- 
tion and increased prices accounted for the 
improved earnings. Crude oil production was up 
13% over 1976. This was the result of a full year of 
sales of domestic crude in Eastern Canada 
through the Sarnia to Montreal pipeline and of the 
National Energy Board’s decision to allow export 
of surplus heavy oil. The company’s production of 
natural gas increased by 18%, due to long term 
contracts for a substantial amount of gas having 
been secured prior to the development of the 
current Canadian gas surplus. 

PanCanadian continued its land acquisition 
program and during the year purchased Crown 
lands in Alberta and northeastern British Columbia. 
Favourable economic conditions in these 
provinces together with the report of an oil discov- 
ery at West Pembina, Alberta have greatly stimu- 
lated exploration activity. PanCanadian is active 
in this area, where it has acquired land and is 
currently participating in the drilling of two 
exploratory wells. 

As in previous years, PanCanadian was active in 
southern Alberta, where extensive gas finds and 
two oil discoveries were made during 1977. It is 
believed that further gas reserves remain to be 
discovered on PanCanadian’s acreage in this 
area. In the Foothills of Alberta, gas was found at 
three locations which are currently being 
evaluated, and a two-zone gas discovery was 
made in British Columbia. Total capital expendi- 
tures for exploration and development projects in 
Canada in 1977 amounted to $63.5 million, 
compared with $41.3 million in 1976. 

The year’s activities outside Canada included 
the drilling of successful oil wells in Mississippi and 
Texas and the acquisition of an interest ina 
producing gas field in Texas. Continued explor- 
ation and development programs are scheduled 
for the company’s land holdings in the United 
States. Outside North America, an interest was 
acquired in an exploration permit offshore north- 
western Australia. 


PanCanadian commenced wholesale marketing | 


of natural gas liquids through wholly-owned 
subsidiaries during 1977. 

Comparative year-end figures of PanCanadian’s 
net after royalty proven and probable reserves are: 


TOLT 1976* 
Crude oil and natural gas 
liquids—million barrels 153.0 165.9 
Natural gas—billion cubic feet 2,448 2,366 
Sulphur—million long tons 3.4 3.8 
Coal—million short tons 1,490 860 
*Revised 


Like those of most other companies in the oil 
industry in Canada, PanCanadian’s crude oil and 


natural gas liquids reserves have declined. The 
principal reason for this is the excess of produc- 
tion over reserve additions from new discoveries. 
In addition, since reserves are reported net after 
royalty, the increased Crown royalty rates in 
Alberta and Saskatchewan due to higher prices, 
result in lower reserve figures. 

The Company’s holding of PanCanadian, repre- 
senting an 87.1% interest, had a market value of 


$917.7 million at the end of 1977, based on the 


closing market price of $33% per share. 


Panarctic Oils Ltd. 


Panarctic continued exploration in the Canadian 
Arctic during the year and drilled seven wells. The 
only success was a well delineating the southern 
limit of the Hecla gas field. 

Through PanCanadian Petroleum and Cominco, 
Canadian Pacific Investments held a 12.5% net 
interest in Panarctic at the end of the year. 


Mines and Minerals 


Cominco Ltd. 


The Company’s share of Cominco’s income, after 
minority interests, amounted to $31.4 million, 
compared with $24.4 million in 1976. The main 
factors contributing to the improved earnings were 
higher prices and sales volumes for lead, gold, 
silver and electric power and the exchange value 
of the Canadian dollar in relation to the major 
currencies in which Cominco does business. 
Chemical fertilizer production was increased by 
the opening of the new ammonia-urea complex 
east of Calgary. These positive developments were 
in contrast to the poor zinc market, which required 
continuation of curtailment of production to control 
inventories. While Cominco’s potash mine in | 
Saskatchewan operated at higher volumes and 
prices, losses were again incurred due to 
continuing excessive provincial taxes and royalties. 

Earnings from Cominco’s wholly-owned U.S. 
subsidiary, Cominco American Incorporated, 
increased, mainly because of higher prices for 
lead and the effect of translating the accounts of 
that company into Canadian dollars. 

Weak zinc markets also affected the earnings of 
the 69%-owned Pine Point mine in the Northwest 
Territories and the 63%-owned Black Angel mine 
in Greenland. 

Two significant developments of 1977 were 
commencement of production at the 47%-owned 
Rubiales zinc-lead mine in Spain and the comple- 
tion of the mile-deep shaft at the Con gold mine in 
the Northwest Territories. The new shaft provides 
direct access to deep ore reserves and, together 
with the enlarged mill, increases the production 
capacity by about 50 percent. 

Cominco’s active exploration program continued 
during the year, with work having been carried out 
in Canada, the United States, Australia, Green- 
land, and Europe. 

The market value of the Company’s holding of 
Cominco common shares, representing a 53.9% 
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interest at the end of 1977, was $268.0 million, 
based on the closing market price of $29%. 


Fording Coal Limited 


Fording Coal had earnings of $11.1 million in 
1977, compared with $9.0 million in 1976. The 
Company’s share of these earnings, including its 
equity in the 40% share taken up by Cominco, 
amounted to $9.0 million, an increase of $1.7 
million over 1976. In addition, the Company 
received ownership payments from Fording of $2.3 
million, compared with $2.0 million in 1976. 

The improvement in earnings reflected an 
increase in sales volume over 1976, when a strike 
closed mining operations from May through to 
September. Coal sales totalled 2.3 million long 
tons in 1977, compared with 1.8 million in the 
previous year. 

During the year Fording completed its program 
to increase capacity of the treatment plant from 3 
to 3.5 million long tons per year. With this 
additional coal capacity available, Fording is 
seeking new markets for both its metallurgical and 
thermal coal. 


CanPac Minerals Limited 


The Company’s share of income from CanPac 
Minerals, including its equity in Cominco’s 40% 
share, was $1.0 million, compared with $755,000 
im, 1976. 

During the year the company continued explora- 
tion for coal deposits. After the close of business 
on December 31, 1977, Fording Coal and CanPac 
Minerals were amalgamated under the name 
Fording Coal Limited, thereby consolidating their 
interests for more efficient operation. 


Forest Products 


The Great Lakes Paper Company, Limited 


After minority interest, the Company’s net income 
from Great Lakes Paper amounted to $8.1 million, 
compared with $2.7 million in 1976 when 
operations were affected by the final two months 
of the mill workers’ strike. The significant improve- 
ment also reflected increased shipments of all 
products, but particularly pulp, and the exchange 
premium on the U.S. dollar in 1977 instead of a 
discount as in 1976. These positive factors more 
than compensated for the unfavourable effects of 
weak kraft pulp markets and rising costs. 

Shipments of pulp were up more than 150% as a 
result of a full year’s production from the new 
250,000 ton-per-year kraft pulp mill. However, 
extremely weak markets caused widespread 
discounting from the kraft price which had been in 
effect since early 1975 and Great Lakes had to 
implement two price reductions in the latter part of 
1977. Strong demand for stud lumber and 
waferboard resulted in increased shipments and 
higher prices. Newsprint shipments were higher 
than in 1976 when they were curtailed by the 
strike. 


Significant advancement of Great Lakes’ 
ongoing program of environmental protection is 
being achieved through the incorporation in the 
new kraft pulp mill of a unique system for recycling 
waste water within the mill. The first of its kind, the 
system virtually eliminates the need for external 
water pollution treatment. The company continues 
to work closely with the various government 
authorities in developing the most effective means 
of overcoming any harmful effects of its process- 
ing operations on the environment. 

Subject to approval by Great Lakes’ share- 
holders, the name of the company will be changed 
to Great Lakes Forest Products Limited effective 
January 1, 1979. The proposed new name Is more 
descriptive of the company’s diversified 
operations. 

The purchase of an additional 5,000 common 
shares in 1977 increased the Company's interest 
to 55.7% of the outstanding stock of Great Lakes 
Paper at year end. This holding had a market value 
of $45.2 million, based on the 1977 closing price 
of $22% per share. 


Pacific Logging Company Limited 

Pacific Logging earned $2.2 million in 1977, 
compared with $2.5 million in 1976, which 
included a gain of $1.5 million on disposal of an 
investment. The marked improvement in income 
before the non-recurring gain was mainly attribut- 
able to better log selling prices. Log production 
during the year-was 264 million board feet, the 
same as in 1976. 

Saltair Lumber incurred a loss in 1977, due to 
operating problems associated with the expanded 
mill and to depressed chip prices. Increased 
income from Chemainus Towing Company 
reflected not only gains from disposal during the 
year of obsolete equipment but also the benefits of 
its equipment modernization program begun in 
1976. 

In pursuing its forestry development program, 
Pacific Logging planted 1.1 million trees on 2,700 
acres and fertilized approximately 2,800 acres 
during 1977. 


lron and Steel 


The Algoma Steel Corporation, Limited 


The Company's net income from Algoma Steel, 
after minority interest, amounted to $15.8 million, 
compared with $10.3 million in 1976. Dominion 
Bridge Company, Limited, 43%-owned, continued 
to make a substantial contribution to Algoma’s 
earnings. 

Whereas in 1976 Algoma had a loss before 
income tax credits and equity in income of 
Dominion Bridge, in 1977 it earned a profit before 
these items. This turnaround reflected higher steel 
production and shipments, improved product mix 
and operating improvements. 

While sales were up as a result of greater 
volume and increased selling prices, profit margins 
continued to be unsatisfactory because market 
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conditions prevented prices from being raised 
enough to cover cost increases. Markets for struc- 
turals and plate remained weak, reflecting the 
depressed level of construction activity in Canada 
and high levels of imports of these products. The 
demand for seamless tubes strengthened through- 
out the year, and by year end maximum operating 
levels were required to meet demand for this 
product. The market for flat rolled sheet products 
remained firm, reflecting strong demand by the 
automobile industry. 

During the year wildcat strikes disrupted coal 
production in the Eastern United States, where 
Algoma’s coal mines are located, and early in 
December the mines were closed by a lawful strike 
which has not yet been settled. Algoma was able 
to purchase sufficient supplies of coal, but at 
higher cost. A labour dispute in U.S. tron mines 
interrupted pellet production at the Tilden iron ore 
mine in Michigan for almost four months. 

An investigation by the Canadian Government 
on acomplaint filed by Algoma established that 
offshore producers were dumping wide flange 
beams into Canada. Provisional duties were 
imposed in September on such imports, and 
demand for domestically produced beams 
improved during the latter part of the year. As a 
result of a formal hearing conducted late in the 
year which found that the dumping was causing 
injury to domestic production, it is expected that 
duties will continue to be levied. 

During the year Algoma sold two issues totalling 
$80 million of floating rate preference shares, the 
proceeds of which were used to reduce short term 
debt and to finance increases in other working 
Capital items. 

At year end the Company’s holding of common 
shares of Algoma, representing a 51.5% interest, 
had a market value of $90.1 million, based on the 
closing market price of $15 per common share. 


Dominion Bridge Company, Limited 

In addition to its interest in Algoma’s 43.2% 
holding of the shares of Dominion Bridge, CPI 
directly owned shares representing a 6.0% interest 
at year end. Subsequent to the end of the year 
additional shares were purchased which raised the 
latter to 7.3%. 


Dominion Bridge’s wholly-owned U.S. subsidiary, 


AMCA International Corporation, expanded its 
activities through acquisition of 96% of the 
outstanding shares of Amtel Inc., a U.S.-based 
diversified engineering, construction and 
manufacturing enterprise. 


Steep Rock Iron Mines Limited 


The Company’s share of Steep Rock’s income, 
after minority interest, amounted to $5.0 million in 
1977, compared with $2.5 million in 1976. As well 
as consolidation of Steep Rock results for the full 
year, compared with ten months in 1976, the chief 
factors contributing to this significant increase 
were good operating conditions, higher shipments 
and the U.S. dollar exchange premium. 


Following completion by Steep Rock, Algoma 
and the Company, of investigation of the potential 
of an iron ore deposit at Bending Lake, it was 
announced in January 1978 that development of 
that property was not possible at this time in view 
of the current iron ore surplus. Steep Rock will 
probably close pit operations at Atikokan later this 
year or early 1979 when the ore will be exhausted. 
The pellet plant will have enough iron ore stock- 
piled to continue production until late 1979. On 
termination of operations, Steep Rock will have a 
functional pellet plant, iron oxide reserves at other 
locations in northern Ontario and expects to have 
substantial cash reserves. 

In 1977 the Company purchased an additional 
56,417 shares of Steep Rock to bring its total 
holding to 68.8% of the issued stock. The market 
value of this holding was $13.6 million, based on 
the 1977 closing price of $2.45 per share. 


Real Estate 


Net income of Marathon Realty Company Limited 
reached a new peak in 1977 largely as a result of 
increased contributions from shopping centres and 
office buildings, where development activity and 
acquisitions have been strong in recent years. 
Marathon’s 29 shopping centres, located across 
Canada, provide total leasable space of three and 
three-quarter million square feet. During the year 
the Merivale Mall Shopping Centre in Ottawa 
opened on schedule, fully leased. Plans are well 
advanced for a second shopping centre in Ottawa, 
with construction due to start in 1978. In Toronto, 


the Agincourt Shopping Mall was purchased and in| 


Nanaimo, B.C. an expansion program at the 

Harbour Park Shopping Centre was completed. 
Three new office buildings were under construc- 

tion at year end. The largest is a high-rise struc- 


ture in the financial area of San Francisco, provid- 


ing 425,000 leasable square feet, which is 
expected to be completed in late 1979. The other 
two, which are scheduled for 1978 completion, are 
located in Toronto and in Burnaby, B.C. Projects 
on which design work and feasibility studies are 
under way include a new office building in Calgary 
for PanCanadian Petroleum, an office and retail 
development in Kitchener, Ontario, an office 
complex in suburban Toronto and an office build- 
ing in Portland, Oregon. 

The industrial segment of Marathon’s business 
was generally affected by an oversupply of space, 
although there was some improvement toward 
year end, particularly in Toronto and Edmonton. 
The third phase of the McCowan Road industrial 
complex in Toronto was completed and leased 
during the year and four industrial buildings are 
currently under construction—three in Toronto and 
one in Winnipeg. 

In the residential field, sales of luxury 
condominiums in Shaughnessy Place, Vancouver, 
have been slow because of market conditions, but 
the initial response to the Westerlies, an 89-unit 
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medium-priced condominium project in West 
Vancouver, completed in the fall, has been encour- 
aging. 


Hotels and Food Services 


Canadian Pacific Hotels Limited reported a loss of 
$4.7 million, of which a major portion represented 
charges relating to development projects which 
are no longer considered likely to be pursued. The 
poor operating results for the year reflect diffi- 
culties being encountered by the whole Canadian 
hospitality industry. Chief among these is the 
unfavourable coincidence of the slowing down in 
the rate of economic growth with the opening of 
new hotels in major Canadian cities. An additional 
adverse factor has been the effect of the U.S. Tax 
Reform Act of 1976, which restricts deductions 
allowed for attendance at conventions held outside 
the US. 

CP Hotels opened its 362-room Le Chateau de 
|’Aéroport at Montreal's Mirabel International 
Airport during the year. Construction progressed 
on the 300-room hotel and adjoining airline cater- 
ing facility at the new Calgary International Airport, 
and completion is set for early 1979. 

Internationally, CP Hotels continued expansion 
of its operations through management contracts. 
During the year it assumed management of the 
new Tiberias Plaza in Tiberias, Israel; of the El 
Mirador Plaza, Acapulco and the Club Akumal 
Caribe, Akumal, both in Mexico; and of the 
Balmoral Beach Hotel, Nassau, and the Lucayan 
Harbour Inn, Freeport, both in the Bahamas. The 
company also entered into an agreement to 
renovate and manage the Lucayan Beach Hotel in 
Freeport. The renovation is being financed by the 
Bahamian Government. Arrangements are 
currently being finalized for.the takeover of 
management of a fourth property in the Bahamas, 
the Lucayan Bay Hotel in Freeport. Restoration 
work at the Curacao Plaza in Curacao, Nether- 
lands Antilles, which was financed by the owners, 
was substantially completed in 1977. On February 
1, 1978 it was announced that CP Hotels had been 
selected to manage an 800-room luxury conven- 
tion hotel to be built in Philadelphia, Pennsylvania. 
This hotel, which is CP Hotels’ first in the U.S., is 
part of the Franklin Town Development Project. 

The restoration program at Le Chateau 
Frontenac in Quebec City is continuing, and 
similar programs are under way at the Empress in 
Victoria, B.C., at Chateau Lake Louise and the 
Banff Springs Hotel, both in the Rocky Mountains 
in Alberta, at the Palliser in Calgary, and the Hotel 
Saskatchewan in Regina. 


Finance 


Chateau Insurance Company 

Net income from Chateau Insurance amounted to 
$1.3 million, compared with $498,000 in 1976. 
Consolidation for the full year 1977 of this 
company, which was acquired July 31, 1976, 
accounted for the increase. 


Gross premiums written by Chateau increased 
from $16.5 million in 1976 to $28.9 million in 1977. 
This was due to a general expansion of business 
and to the takeover, on October 1, of the Canadian 
business of the Great American Insurance 
Company. Although this acquisition included 
some personal lines insurance, thereby enabling 
Chateau to supply a broader range of services to 
its agents and brokers, the company will continue 
to concentrate on the underwriting of the larger 
commercial and industrial accounts. 


Canadian Pacific Securities Limited 


Net income of Canadian Pacific Securities 
amounted to $912,000, an increase of $116,000 
over 1976. Borrowings of the company to provide 
funds for money market operations and to provide 
funds to various companies in the CP Investments 
group declined marginally from the previous year 
and amounted to $497 million at year end. Of this 
amount, $289 million was in short term promissory 
notes, $180 million in medium and long term debt 
and $28 million in bank term loans. 


Other Operations 


CanPac AgriProducts Limited 


Growth in the net income of CanPac AgriProducts 
from $837,000 in 1976 to $4.4 million in 1977 was 
mainly due to the acquisition of Baker 
Commodities, Inc. on November 30, 1976 and its 
consolidation for the full year 1977. 

Prices for tallow and protein were strong in the 
first half of 1977, and although they levelled off in 
the last half, average prices for the year were 
higher than in 1976. Results of the Canadian 
operations were adversely affected by difficulties 
encountered with major new equipment installa- 
tions and by-..an illegal-strike which curtailed 
operations for five days. 


Commandant Properties, Limited 


During the year the residential units constructed 
by Commandant on its property at Montebello, 
Quebec to test the market were completed. Sales 
have progressed slowly, due to unfavourable 
economic conditions. 

The company also continued to cut and sell 
pulpwood and sawlogs from its forest lands. 


Investment Income 


The significant improvement of $5.0 million in 
investment income in 1977 was almost entirely the 
result of gains on sales of investments. Major 
portfolio sales during the year were 345,400 
shares of Husky Oil Ltd., 86,500 shares of Norcen 
Energy Resources Limited and 14,900 shares of 
MICC Investments Limited. 


Canadian Pacific Investments Limited 


Summary of Significant Accounting Policies 


Consolidation 


The consolidated financial statements of Canadian Pacific Investments Limited (CPI) include the accounts 
of all subsidiary companies. The principal subsidiaries, classified by line of business, are as follows: 


Percentage 

Ownership 
Oil and gas PanCanadian Petroleum Limited 87.10% 
Mines and minerals Cominco Ltd. 53.91% 


Fording Coal Limited 


60% CPI and 40% Cominco 


CanPac Minerals Limited 


Forest products 


Pacific Logging Company Limited 100% 


The Great Lakes Paper Company, Limited 55.69% 


lron and steel The Algoma Steel Corporation, Limited 51.46% 
Steep Rock Iron Mines Limited 68.83% 

Real estate Marathon Realty Company Limited 100% 

Hotels and food services Canadian Pacific Hotels Limited 100% 

Finance Canadian Pacific Securities Limited 100% 
Chateau Insurance Company 99.96% 

Other operations CanPac AgriProducts Limited 100% } 
Commandant Properties, Limited 100% 


Algoma Steel has a 43.23% interest and CPl a 
5.98% interest in Dominion Bridge Company, 
Limited, which is accounted for by the equity 
method. The equity in net income of Dominion 
Bridge is included in sales and operating revenue 
of Iron and Steel. 

Steep Rock supplies iron ore pellets to Algoma 
Steel. In reporting the results of Iron and Steel 
operations in the statement of consolidated 
income, such sales ($35,633,000 in 1977 and 


$27,482,000 in 1976) have been eliminated from 
sales and operating revenue and from expenses. 
Inter-company interest charges, amounting to 
$29,632,000 in 1977 and $27,867,000 in 1976, 
have not been eliminated in the statement of 
consolidated income in order to present fairly the 
results by activity. CPI’s net income is not affected 
by this practice. There are no other significant 
inter-company charges within the CPI group of 
companies. 


Foreign exchange 


Current assets and current liabilities have been 
translated from foreign currencies into Canadian 
dollars at current rates. Fixed assets and accumu- 
lated depreciation and long term debt have been 
translated at historical rates. Revenues and 


expenses (except depreciation, which is translated 
at historical rates) have been translated at average 
rates in effect during the year. Gains or losses on 
exchange are included in income. 


| 


Inventories 


Raw materials and products of mining operations 
are valued generally at the lower of cost (deter- 
mined on the monthly average method) and net 
realizable value. Stores and materials are valued 
at cost less appropriate allowances for 
obsolescence. 

Finished products and work in process of iron 


and steel operations are valued at the lower of 
cost and net realizable value. Raw materials and 
Supplies are valued at the lower of cost and 
replacement cost. 

Other inventories (principally related to forest 
product operations) are valued at the lower of cost 
(generally average cost) and net realizable value. 


Canadian Pacific Investments Limited 


Accounting for oil and 
jas properties 


The full cost method of accounting is followed 
for oil and gas properties, whereby all costs 
related to the exploration for and the development 


of oil and gas reserves are capitalized. Such costs 
are depleted by the unit of production method 
based on estimated proven oil and gas reserves. 


Accounting for mining 
roperties 


Accounting for iron and 
steel properties 


Expenditures on general mineral exploration 

are charged against earnings as incurred. Expendi- 
tures to investigate identified properties and to 
develop new mines are capitalized as mineral 
properties and development. Because of the uncer- 
tainty of the final outcome, expenditures on 
investigation, together with the cost of certain 


Depreciation of manufacturing plant and 
equipment is provided on the straight-line basis at 
rates intended to write off these assets over their 
estimated economic lives. Mining equipment, mine 
development and deferred overburden removal 
costs are amortized on a unit of production basis 
over the estimated recoverable iron ore and coal 
reserves. 

Expenditures on exploration for, investigation of, 
and holding, raw material properties, and costs of 


Accounting for real 
state properties 


Accounting for other 
sroperties 


2ensions 


investments in mineral companies, are amortized 
against earnings by charges for depletion. 
Abandoned properties are written-off in the year of 
abandonment. Depletion on operating mines is 
provided on a units-of-production or on a time 
basis based on the mineral reserves position. 


research, development and start-up of new produc- 
tion facilities, are charged to earnings as incurred. 

Interest incurred on funds borrowed directly to 
finance the development of new raw material 
properties is capitalized during the period of 
construction and initial development. Such interest 
is included in the charge to earnings for depreci- 
ation and amortization when production 
commences in commercial quantities. 


Land is carried at cost. Development costs and 
carrying costs, net of incidental revenue, are 
capitalized for land currently béing developed or 
on which development is expected within five 
years, providing the book value of the land does 
not exceed market value. Carrying costs of all 
other land are included in operations. 

Buildings and construction in progress are 
carried at cost, including interest during construc- 
tion, pre-completion operating costs less any 


revenue, and other direct development expenses. 

The sinking fund method of providing for depreci- 
ation is used for major real estate developments. 
The sinking fund method will write off the cost of 
the buildings over a maximum period of 40 years in 
a series of annual instalments increasing at the 
rate of 5% Compounded annually. Under this 
method depreciation charged to income in later 
years will be substantially higher than the amount 
charged in earlier years. 


Depreciation and amortization of other proper- 
ties are charged to earnings, generally on the 
straight-line basis, over the estimated economic 
lives of the facilities involved. 


In addition to current service costs, charges to 
income include annual payments on account of 


Interest on debt incurred to finance major expan- 
sion programs under forest products and hotels 
and food services is capitalized during the 
construction period. 


past service liabilities. Such liabilities are being 
funded over varying periods to 1992. 


ncome taxes 


=arnings per share 


The companies follow the tax allocation basis of 
accounting for income taxes, whereby tax provi- 
sions are based on accounting income and taxes 


Earnings per common share are calculated using 
the weighted average number of shares 


relating to timing differences between accounting 
and taxable income are deferred. 


outstanding during the year. 


Canadian Pacific Investments Limited 


Statement of Consolidated Income 


For the Year ended December 31 1977 1976 
(in thousands) 
Oil and Gas Gross operating revenue $301,346 $206,941 
Expenses including income taxes 174,800 121,908 
126,546 “85,055 
Interest of outside shareholders 16,324 10,969 
Net income 110,222 74,064 
Mines and Minerals Gross operating revenue 917,406 792,258 
Expenses including income.taxes 839,534 127,199 
77,872 65,103 
Interest of outside shareholders 36,808 32,143 
Net income 41,064 32,360 
Forest Products Sales and operating revenue 304,349 182,130 
Expenses including income taxes 287,819 174,728 
16,530 7,402 
Interest of outside shareholders 6,252 2,166 
Net income 10,278 5,236 
Iron and Steel Sales and operating revenue 786,632 606,994 
Expenses including income taxes 740,478 579,000 
46,154 27,434 
Interest of outside shareholders 23,166 - 13,967 
Net income 22,988 13,467 
Real Estate Gross rentals and other income 95,784 81,612 
Expenses including income taxes 84,031 10,5859 
. 11,753 10/7538 
Interest of outside shareholders 184 330 
Net income 11,569 10,423 
Hotels and Food Services Gross operating revenue 154,785 137,469 
Expenses including income taxes 159,481 137,459 
Net income (4,696) 10 
Finance Gross operating revenue 61,150 58,428 
Expenses including income taxes 58,661 56,129 
Net income 2,489 2,299 
Other Operations Gross operating revenue 157,684 20,391 
Expenses including income taxes 153,399 19,590 
Net income 4,285 801 
Investment Income Gross income 18,706 11,20 
Expenses including income taxes 12,223 250 
Net income 6,483 1,624 
Income before extraordinary item 204,682 140,181 
Extraordinary item after income taxes 8,542 — 
Net Income $213,224 $140,181 
Earnings per Common 
Share Income before extraordinary item $3.41 $2.36 
Net income 3.55 2.30 
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See Summary of Significant Accounting Policies, Other Financial Information 
and Notes to Consolidated Financial Statements. 


Canadian Pacific Investments Limited 


Statement of Consolidated Retained Income 


For the Year ended December 31 1977 1976 
(in thousands) 
Balance, January 1 
As previously reported $502,600 $403,412 
Add: Prior period adjustments to give effect to change from 
completed contract to percentage of completion basis of 
accounting by an associated company and adjustment to 
income taxes by a subsidiary company 457 402 
As restated 503,057 403,814 
Net income for the year 213,224 140,181 
716,281 543,995 
Commission and expense relating to issuance 
of preference shares by subsidiary companies 112 1,859 
Dividends 
4%% Preferred shares 432 809 
Common shares (per share—1977 - 69¢; 1976 - 64'%2¢) 41,690 38,270 
Total dividends 42,122 39,079 
Balance, December 31 $674,047 $503,057 
Statement of Changes in Consolidated Financial Position 
For the Year ended December 31 1977 » Wee 
(in thousands) 
Source of Funds Income before extraordinary item $204,682 $140,181 
Add/(Deduct) 
Depreciation, depletion and amortization 181,094 151,409 
Deferred income taxes 45,425 14,938 
Equity in net earnings of associated company (17,958) (13,189) 
Dividends from associated company 4,814 4,726 
Outside shareholders’ interest in income 
of subsidiaries 82,734 60,175 
Funds from operations 500,791 357,940 
Proceeds from sale of subsidiary 71,359 — 
Sales of investments 6,979 4,911 
Issuance of long term debt 138,519 330,067 
Issuance of preference shares by subsidiaries 80,000 110,000 
Proceeds from disposal of properties 8,048 ino 55 
Working capital of subsidiaries acquired -_ 17,983 
Working capital deficit of subsidiary sold 18,520 he 
$824,216 $838,456 
Application of Funds Additions to properties $327,886 $531,122 
Additions to investments 79,456 24,067 
Additions to lease receivables (net) 202 14,578 
Investment in subsidiaries acquired and consolidated - 36,349 
Reduction in long term debt 155,604 126,386 
Dividends declared 42,122 39,079 
Dividends paid outside shareholders of subsidiaries 37,881 39,879 
Sundries (net) 5,846 20,864 
Increase in working capital 175,219 6,132 
$824,216 $838 456 


See Summary of Significant Accounting Policies, Other Financial Information 


and Notes to Consolidated Financial Statements. 
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Canadian Pacific Investments Limited 


Current Assets 


Receivables under Leases 


Investments 


Properties, at cost 


Other Assets and 
Deferred Charges 


Auditors’ Report 

to the Shareholders 
of Canadian Pacific 
Investments Limited: 
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Consolidated Balance Sheet Assets 

December 31 1977 1976 
(in thousands) 

Cash and temporary investments, at cost 

(approximates market) $ 252,189 $ 212.212 
Deposits and demand loans (interest bearing)— 

Canadian Pacific Limited and subsidiaries 133,225 78,921 
Dividends and other accrued interest receivable 5,973 3,824 
Accounts receivable 326,869 301 ess 
Inventories 492,105 425,654 
Prepaid expenses 19,882 19,255 

1,230,243 1,041,221 

Amount due under lease agreements after one year _ 121,065 
Less: Deferred income - 33,400 
— 87,588 

Portfolio, at cost (market value $203,000,000; 1976—$212,469,000) 215,333 216,814 
Other 278,189 196,459 
493,522 413\2h3 

Oil and gas 708,272 601,710 
Mines and minerals 1,089,573 1,011,682 
Forest products 505,268 493,027 
lron and steel 988,283 963,802 
Real estate 424,307 315,602 
Hotels and food services 175,358 155,620 
Other operations 22,168 18,028 
3,913,229 3,619,231 

Less: Accumulated depreciation, depletion and amortization 1,320,556 1,167,309 
2,592,673 2,451,922 

92,873 88,535 

$4,409,311 $4,082,539 


We have examined the consolidated balance sheet 


have examined the financial statements of the 


of Canadian Pacific Investments Limited as at 
December 31, 1977 and the statements of consol- 
idated income, consolidated retained income and 
Changes in consolidated financial position for the 
year then ended. Our examination of the financial 
statements of Canadian Pacific Investments 
Limited and those subsidiaries of which we are the 
auditors was made in accordance with generally 
accepted auditing standards, and accordingly 
included such tests and other procedures as we 
considered necessary in the circumstances. We 
have relied upon the reports of the auditors who 


Price Waterhouse & Co., 
Chartered Accountants, 
Montreal, Quebec, March 1, 1978. 


other subsidiaries, which include Cominco Ltd., 
The Algoma Steel Corporation, Limited, The Great 
Lakes Paper Company, Limited and Steep Rock 
lron Mines Limited. 

In Our Opinion, these consolidated financial 
statements present fairly the financial position of 
the company as at December 31, 1977 and the 
results of its operations and the changes in its 
financial position for the year then ended in accor- 
dance with generally accepted accounting 
principles applied on a basis consistent with that of 
the preceding year. 


See Summary of Significant Accounting Policies, Other Financial Information 


and Notes to Consolidated Financial Statements. 


Current Liabilities 


Canadian Pacific Investments Limited 


Consolidated Balance Sheet 


December 31 


Bank loans 
Accounts payable and accrued charges— 
Canadian Pacific Limited 
Other 
Notes and accrued interest payable 
Income and other taxes payable 
Dividends payable 
Long term debt maturing within one year 


Deferred Liabilities 
Long Term Debt 
Outside Shareholders’ 
Interest in Subsidiary 


Companies 


Deferred Income Taxes 


Shareholders’ Equity 


Capital stock 
Preferred shares 
Authorized—12,500,000 shares of a par value of $20 each 
Issued —46,679 (1976—653, 104) 


Common shares 


Issued —60,704,118 (1976—59,491 ,268) shares 


Paid-in surplus 
Retained income 


Liabilities 
1977 1976 

(in thousands) 
$ 45,019 S 1145238 
8,522 5,104 
348,156 311,886 
289,895 304,041 
77,511 48,073 
21,718 20,108 
140,757 114,325 
931,578 O17,f19 
26,637 21,316 
1,173,331 1,200,526 
733,635 609,535 
355,539 315,786 

4%% Cumulative Redeemable 
Convertible Voting, Series A 934 13,062 
Authorized— 100,000,000 shares without nominal or par value 

431,810 419,682 
81,800 81,800 
674,047 503,057, 
1,188,591 ,017;601 
$4,409,311 $4,082,539 


Approved on behalf of the Board: 
lan D. Sinclair, Director 
W. Moodie, Director 
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Canadian Pacific Investments Limited 


Other Financial Information 


Depreciation, Depletion and 
Amortization Charged 
to Expenses 


Interest Expense 


Income Taxes 


Extraordinary Item 


Oil and gas 

Mines and minerals 
Forest products 

lron and steel 

Real estate 

Hotels and food services 
Other operations 


The amount of depletion charged to expenses for the year 1977 
was $43,130,000 (1976—$27,846,000) and the accumulated 
depletion at December 31, 1977 was $245,966,000. 


Interest on long term debt 
Interest on short term debt 


Interest capitalized on funds borrowed to finance capital 
projects amounted to $8,928,000 (1976—$17,373,000). 


1977 


(in thousands) 


$ 33,910 
71,584 
24,790 
35,664 

4,758 
8,369 
2,019 
$181,094 


1977 


(in thousands) 


$112,009 
31,659 
$143,668 


1977 


(in thousands) 


Oil and gas 

Mines and minerals 

Forest products 

lron and steel 

Real estate 

Hotels and food services 

Finance 

Other operations 

Investment income 

Total (including deferred income taxes of 
1977—$45,425,000; 1976—$14,938,000) 


Net gain on sale of CanPac Leasing Limited after 
income taxes of $2,051,000 

Reduction in income taxes from application of 
loss carry-forward 


$ 65,211 
56,179 
14,999 

(15,800) 
6,409 

(3,162) 
1,951 
2,918 

(349) 


$128,356 


1977 


(in thousands) 


$ 6,491 


2,051 
$ 8,542 


1976 


$ 32,174 
57,688 
16,097 
34,612 

4,118 
5,605 
815 
$151,109 


1976 


$101,600 
33,985 
$135,585 


1976 


$ 34,821 
45,929 
6,169 
(25,613) 
5,942 
156 
1,982 
554 
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$ 69,966 


1976 
¢- 


$ = 


Canadian Pacific Investments Limited 


Other Financial Information 


Inventories 


Investment Portfolio as at 
December 31, 1977 


Other Investments 


1977 1976 
(in thousands) 
Oil and gas 
Product $ 12,704 $ 6,686 
Stores and materials 3,804 4,898 
16,508 11,584 
Mines and minerals 
Raw materials and products 158,087 121,529 
Stores and materials 47,625 41,968 
205,712 163,497 
Forest products 
Raw materials and products 30,717 31,686 
Stores and materials 11,031 10,881 
41,748 42,567 
lron and steel 
Raw materials and products 181,592 164,117 
Stores and materials 18,304 18,279 
199,896 182,396 
Real estate 
Condominiums held for sale 13,173 8,986 
Stores and materials 157 1,810 
13,330 10,796 
Hotels and food services 
Materials and supplies 8,169 7,461 
Other operations 
Raw materials and products 6,742 1,399 
$492,105 $425,654 


Other 


Other 


Percentage 
of 
outstanding 
Number of voting Approximate 
shares shares Cost market value 
(in thousands) 
Common Stocks 
MacMillan Bloedel Limited 2,849,600 13.40 $ 82,560 $ 52,005 
MICC Investments Limited 333,900 5.84 15530 Site 
Norcen Energy Resources Limited 271,700 1.20 3,804 5,130 
Rio Algom Limited 15331,956 9.86 30,823 36,296 
TransCanada PipeLines Limited 4,732,457 iZOo 56,203 (2410 
Union Carbide Canada Limited 825,300 S25 18;375 14,236 
6,548 5, 903 
199,843 188,912 
Preferred Stocks 7,134 5,866 
Bonds, Debentures and Notes 8,356 8,222 
$215,333 $203,000 
1977 1976 
(in thousands) 
Dominion Bridge Company, Limited, at cost 
plus equity in undistributed net income $ 95,972 $ 74,400 
Others, at cost: 
Tara Exploration and Development Company Limited 26,903 26,903 
Bethlehem Copper Corporation 41,310 4,825 
Panarctic Oils Ltd. 36,932 33,007 
Tilden Iron Ore Company 25,331 19,811 
51,741 Ped gee ke: 
$278,189 $196,459 
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Canadian Pacific Investments Limited 


Other Financial Information 


Properties and Accumulated 


Depreciation, Depletion 
and Amortization 


Long Term Debt 


aa 1976 
(in thousands) 

Accumulated 

depreciation, 

depletion and 


Cost amortization Net Net. 
Oil and gas 
Equipment $ 176,720 $ 60,007 S 116,713 $111,966 
Petroleum, natural gas 
and mineral properties SSiloez 142,369 389,183 319,759 
708,272 — 202,376 505,896 431,329 
Mines and minerals 
Land, buildings and 
equipment 858,145 331,678 526,467 511,348 
Mining properties 
and development 231,428 88,909 142,519 132,242 
1,089, 573 420,587 668,986 643,590 
Forest products 
Land and improvements StS _— Sf 1D 3,504 
Buildings and equipment 416,138 163,852 252,286 264,386 
Timberlands, leases and 
licences S500 14,759 70,596 (2,362 
505,268 173,611 326,657 340,252 
lron and steel 
Manufacturing plants 845,298 374,036 471,262 485,669 
Raw material properties 142,985 FeRle2 TOSI 63,966 
988,283 446,408 541,875 549,635 
Real estate 
Land 122,654 | — 122,654 102,004 
Buildings 282,842 25,830 PASTA OW 239,353 
Construction in progress 18,811 _ 18,811 aces 
424 307 25,630 398,477 353,579 
Hotels and food services 
Land 4,786 — 4,786 4,791 
Buildings and equipment AfO,572 42,608 127,964 113;:515 
175,358 42,608 132 00 118,406 
Other operations 
Land 4,485 — 4,485 4,447 
Buildings and equipment 17,683 SES 13,547 10,688 
22,168 4,136 38,032 165135 
$3,913,229 $1,320,556 $2,592,673 $2,451 ,922 
1977 1976 


(in thousands) 


Canadian Pacific Investments Limited 


Income debentures, 4%%—7%2%, due 1978-1979 $ 78,100 $ 80,700 
Bank loan due 1978 5,000 5,000 
The Algoma Steel Corporation, Limited 
5%% Sinking Fund Debentures due 1978 10,000 10,875 
7%% Sinking Fund Debentures due 1987 22,800 24,000 
8%% Sinking Fund Debentures due 1991 32,605 32,695 
10%% Sinking Fund Debentures due 1994 50,000 50,000 
11% Sinking Fund Debentures due 1995 65,000 65,000 
842% Series A notes due 1991 21,500 22,000 
Short term—convertible into term loans to 1979 36,722 50,000 
Other 15,743 15,562 
Carried forward $337,470 $355,832 


Canadian Pacific Investments Limited 


Other Financial Information 


Long Term Debt 
(continued) 


1977 1976 
(in thousands) 
Brought forward $ 337,470 $ 355,832 
Canadian Pacific Hotels Limited 
8%% First Mortgage Sinking Fund Bonds, Series A due 1992 19,500 20,000 
11%% First Mortgage Sinking Fund Bonds, Series B due 1995 30,000 30,000 
Sundry—due 1978-1985 12,069 11,834 
Canadian Pacific Securities Limited 
7% bank loan due 1979 25,000 25,000 
Bank loan due 1985 3,210 _ 
92% Sinking Fund Debentures due 1990 22,750 23,500 
9%% Sinking Fund Debentures due 1990 37,122 37,600 
8%% Sinking Fund Debentures due 1993 15,000 15,000 
10%% Debentures due 1984 30,000 30,000 
10%% Promissory note due 1980 5,000 5,000 
9%4% Guaranteed notes due 1981 35,000 35,000 
9%% Guaranteed notes due 1983 35,000 35,000 
CanPac Leasing Limited 
Bank loans due 1977-1980 ~ 14,404 
Cominco Ltd. 
8%% Sinking Fund Debentures due 1991 61,740 61,740 
10%% Sinking Fund Debentures due 1995 60,000 60,000 
Bank loans due 1978-1985 36,545 34,777 
Notes due 1982-1996 49,224 49,224 
Subsidiaries of Cominco Ltd. 
Sundry indebtedness 55,328 61,843 
Fording Coal Limited 
Bank loans due 1978 15,000 31,010 
The Great Lakes Paper Company, Limited 
First Mortgage Bonds— 
8% Sinking Fund Bonds, series B, maturing 1989 16,430 17,060 
11%% Sinking Fund Bonds, series C, maturing 1995 35,000 35,000 
8%% Debentures due 1984 20,966 _ 
Floating Rate Income Debentures due 1979 31,704 — 
Marathon Realty Company Limited 
Sundry loans and mortgages payable 1978-2006 146,886 131,187 
Bank loans due 1978-1983 22,185 26,973 
PanCanadian Petroleum Limited 
Bank loans due 1978-1983 45,447 55,429 
8%% Sinking Fund Secured Debentures due 1992 24,250 25,000 
8%% Sinking Fund Secured Debentures due 1992 25,000 25,000 
9%4% Sinking Fund Debentures due 1983 35,000 35,000 
Steep Rock Iron Mines Limited 
Sundry—due 1978-1981 9,745 12,498 
Other companies 16,517 14,940 
1,314,088 1,314,851 
Less: Long term debt maturing within one year 140,757 114,325 
$1,173,331 $1,200,526 


Except where otherwise indicated, interest on 
bank loans fluctuates (in certain cases within 
defined limits) with the lender’s prime commercial 
rate. 


At December 31, 1977, foreign currency long 
term debt translated at current rates would be 
$214,680,000, which is $14,483,000 more than 
the amount at which it is carried above. 


Annual maturities and sinking fund requirements 
for each of the five years following 1977 are: 1978, 
$140,757,000; 1979, $165,149,000; 1980, 
$55,342,000; 1981, $88,796,000; 1982, 
$53,044,000. 
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Canadian Pacific Investments Limited 


Notes to Consolidated Financial Statements 


a 


Capital Stock 


The preferred shares, series A, are redeemable at 
CPI’s option at $20 per share. 

Each preferred share was convertible at the 
option of the holder to November 1, 1977 into two 


common shares. During 1977 a total of 1,212,850 
common shares was issued on conversion of 
preferred shares. 


2. Outside Shareholders’ 


Interest in Subsidiary 


The outside shareholders’ interest in subsidiary 
companies is comprised as follows: 


Companies 1977 1976 
(in thousands) 
PanCanadian Petroleum Limited $ 42,603 $ 30.104 
Cominco Ltd. 
$2.00 tax deferred exchangeable preferred shares, series A 50,000 50,000 
Common share equity 248,976 238,637 
The Great Lakes Paper Company, Limited 34,977 28,724 
The Algoma Steel Corporation, Limited 
8% tax deferred preference shares, series A ~ 60,000 60,000 
Floating rate preference shares 80,000 =— 
Common share equity 203,903 190,218 
Steep Rock Iron Mines Limited 12,324 11,156 
Other = 852 699 
$733,635 $609,535 
3. Pensions At December 31, 1977 there were unfunded liabili- $171,000,000 which is being funded by series of 
ties, determined by actuarial evaluations, of equal annual payments ending from 1981 to 1992. 
4. Commitments and At December 31, 1977 commitments for capital requirements to service its share of long term debt 


Contingencies 


expenditures amounted to $1 72,000,000 and 
commitments under long term leases were 
estimated at $431,000,000. 

At December 31, 1977, PanCanadian Petroleum 
had a net investment of approximately 
$32,000,000 (after provision for amortization in 
1976 of $8,000,000) in an ammonia plant project. 
For economic reasons PanCanadian decided in 
1977 that the plant should be disposed of and 
negotiations for its sale are presently in progress 
on a basis which would not result in any significant 
loss to PanCanadian. 

A subsidiary of Algoma Steel is participating in a 
joint venture producing iron ore pellets and is 
committed to pay its share of production and finan- 
cial costs and of funds for debt retirement. Annual 


will average $6,600,000 during the next five years. 
Algoma Steel has entered into agreements under 
which it may be called upon to invest amounts in 
the subsidiary which would be available to meet 
such commitments. 

An expansion of the production facilities is in 
progress to be financed by advances from the 
participants and further long term borrowings. The 
subsidiary is committed to make its share of 
advances aggregating an estimated $11,500,000 
during the next two years and to provide funds 
estimated at an average of $15,900,000 per year 
during the five years commencing in 1980 to 
service its share of the further long term borrow- 
ings. This commitment is currently guaranteed by 
Algoma Steel. 


a: 


Directors’ and 
Officers’ 
Remuneration 


In 1977, CPI had 14 directors and 7 officers. 
Remuneration paid directly to each group by CPI 
was $71,000 (1976—$56,000) and $194,000 
(1976—$185,000) respectively. Three of the 
officers were also directors. In addition certain 
directors of CPI received remuneration from the 
undernoted subsidiaries in their capacities as 


directors or officers of those companies. 


1977 1976 
Cominco $223,000 $221,000 
PanCanadian 143,000 140,000 
Others, principally 
Algoma Steel 268,000 302,000 


6. 


Anti-Inflation 
Legislation 


The Company and certain of its subsidiaries are 
subject to controls on prices, profits, 
compensation and dividends instituted by the 
Federal Government in the Anti-Inflation Act 


effective October 14, 1975. The production of 
crude oil and natural gas and the rental of real 
property are exempt from the guidelines published 
under the Act. 
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Notes to Consolidated Financial Statements 


7. Restatement 


During the year Dominion Bridge Company, 
Limited changed its accounting from the 
completed contract basis to the percentage of 
completion basis. Algoma Steel restated its provi- 
sion for income taxes as a result of reduction of 
capital cost allowances previously claimed which 
thereby reduced certain losses for tax purposes 
resulting in an increase in the 1976 deferred 


income tax credit to net earnings. The 1976 figures 
have been restated to reflect these changes for 
comparative purposes. The effect of these 
changes on net earnings in 1977 was immaterial. 

In addition, certain other figures for 1976 have 
been reclassified to conform with the presentation 
adopted for 1977. 


8. Subsequent Events 


After the close of business on December 31, 
1977, Fording Coal Limited and CanPac Minerals 
Limited were amalgamated pursuant to the 
Canada Business Corporations Act as Fording 
Coal Limited. 

In 1978,-up to February 28, CPI acquired an 
additional 136,800 shares of Dominion Bridge 
Company, Limited giving it a direct holding of 


7.26%. This, together with Algoma Steel’s holding 
of 43.23% brings the total holding to 5,369,124 
shares, or 50.49%. 

Cominco Ltd. has arranged to issue in March 
1978 $50 million preferred shares of $25 par 
value. The proceeds will be used to reduce short 
term debt and for general corporate purposes. 


is 
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Five-Year Summary 


S73, 

Consolidated income 

Oil and gas $18,649 
Mines and minerals 20,176 
Forest products 2.430 
lron and steel — 
Real estate 4,712 
Hotels and food services 3,683 
Finance 595 
Other operations _ 
Investment income Sha 


Income before extraordinary items 68,973 


Extraordinary items 6,207 
Net Income $75,180 
Dividends—Preferred Shares $ 4,674 
—Common Shares 27,650 
Number of Shares Outstanding 
Common 53,972 
Preferred 3,031 
Per Common Share 
Income before 
extraordinary items So hz 
Net income 1.40 
Dividends 158) 
Market price —High 16% 
(Toronto Stock Exchange)—Low ke) 
Price/earnings ratio—High 12 
—Low 11 


Geographic Distribution of Net Property Investment 


at December 31, 1977 


Properties at Cost, less Depreciation 


Canada 
Maritimes 
Quebec 
Ontario 
Prairies 
BC. 
N.W.T., Yukon and Offshore 


Outside Canada 
United States 
Other 


Total 


(millions) 


$0 
182 
906 
705 
404 
104 


2,311 


185 
OL 


282 
$2,593 


1974 1975 1976 
Figures in thousands, except amounts per share 
$ 40,317 $ 59,805 $ 74,064 

48,723 53,6119 32,360 
12,069 letihe 5,236 
14,172 2e,cor 13,467 
5,582 7,662 10,423 
4,507 3,330 10 
780 1,374 Zieoo 

(42) (409) 801 
4,529 (7,233) oes 
130,637 142,377 140,181 
$130,637 $142,377 $140,181 
$ 2,082 $ 1,163 $ 809 
35,641 36,315 38,270 
58,040 Soe 59,491 
1,379 1,035 653 

>» 2.29 $ 2.42 $ 2.36 
220 ane 2.36 

62 62 645 

18 17% 22% 

11% 12% 14% 

8 ff 10 

6 5 6 


1977 


$110,222 
41,064 
10,278 
22,988 
11,569 
(4,696) 
2,489 
4,285 
6,483 


204,682 
8,542 


$213,224 


$ 432 
41,690 


Percent of Total 


: 


00% 


Canadian Pacific 
Investments Limited 


Suite 1900, 

Place du Canada, 
Montreal, Quebec 
H3B 2N2 
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Principal Subsidiary Companies 


Marathon Realty Company Limited 
S. E. Eagles, Chairman and President 


Toronto-Dominion Centre, 
P.O. Box375, 

Toronto, Ontario 

M5K 1K8 


Canadian Pacific Hotels Limited 
D. W. Curtis, Chairman and President 


Royal York Hotel, 
Toronto, Ontario 
M5J 1E3 | 


Pacific Logging Company Limited 
W. M. Sloan, President 


468 Belleville Street, 
Victoria, British Columbia 
V8W 2M3 


Canadian Pacific Securities Limited 
R. S. DeMone, Chairman 


20 King Street West, 
Toronto, Ontario 
M5H 1C4 


CanPac AgriProducts Limited 
D. Corner, Chairman 


Rule 1. 
Moorefield, Ontario 
NOG 2KO 


Commandant Properties, Limited 
L. M. Riopel, President 


Suite 1900, 

Place du Canada, 
Montreal, Quebec 
H3B 2N2 


Chateau Insurance Company 
R. T. Riley, Chairman 


Suite 3000, 

2300 Yonge Street, 
Toronto, Ontario 
M4P 2X3 


*A copy of the 1977 annual report of this company 


* Cominco Ltd. 
F. E. Burnet, Chairman 


200 Granville Square, 
Vancouver, British Columbia 
V6C 2R2 


* PanCanadian Petroleum Limited 
Robert W. Campbell, Chairman 


One Palliser Square, 
P,O) Box.2850) 
Calgary, Alberta 
T2P 285 


* The Algoma Steel Corporation, Limited 
John Macnamara, President 


503 Queen Street East, 
Sault Ste. Marie, Ontario 
P6A 5P2 


*+ Dominion Bridge Company, Limited 
K. S. Barclay, Chairman 


1155 Dorchester Boulevard West, 
Montreal, Quebec 
H3B 4C7 


* The Great Lakes Paper Company, Limited 
C. J. Carter, President 


P.O. Box 430, 
Thunder Bay, Ontario 
P7C 4W3 


Fording Coal Limited 
J. H. Morrish, President 


Natural Resources Building, 
205—9th Avenue S.E., 
Calgary, Alberta 

T2G OR4 


* Steep Rock Iron Mines Limited 
l.. J. Lamb, President 


Atikokan, Ontario 
POL ieee 


+ from January 1978 


can be obtained by writing to its Secretary at the address shown 
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